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Voluntary action under the
Paris Agreement.
Its role in raising ambition,
mobilizing private sector finance
and supporting carbon pricing.
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Agenda
Session 1
Introduction to voluntary action and the voluntary carbon market
Moderator: Jochen Gassner, First Climate
Presentations:
• Introduction to the voluntary carbon market, Jochen Gassner, First Climate
• The UNFCCC’s carbon offset platform and the role of voluntary action under the Paris
Agreement, Philipp Eyre, UNFCCC
• Perspectives from a project developer, Ana Aires Carpinteiro, Nexus for Development

ICROA property - 2018 - All rights reserved

Technical Workshop
Buenos Aires, Argentina
22nd October 2018

Introduction to the
Voluntary Carbon
Market

What is ICROA?
The International Carbon Reduction and Offset Alliance (ICROA) is an
international industry association housed within IETA
• ICROA’s primary aim is to deliver quality assurance in
carbon management and offsetting, through
adherence to the ICROA Code of Best Practice

• ICROA ensures credibility and quality for corporates
using voluntary carbon credits to reduce their
greenhouse gas emissions

• ICROA provides a uniﬁed voice for the voluntary
carbon market
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Our Members are leading global service providers….
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The Role Of Carbon Credits In Corporate Carbon Strategies
The voluntary
carbon
market

• Carbon credits may be exchanged on either voluntary or compliance carbon markets.
• In the voluntary carbon market, buyers are typically motivated by corporate social
responsibility, concerned about climate change and have set a target to reduce their
emissions, outside of or ahead of regulation.

• Corporates typically set challenging emission-reduction targets to go beyond businessCarbon
neutrality in
practice

Examples of
major
corporate
buyers

as-usual, combined with the use of credible carbon credits to offset their environmental
footprint:
• Scope 1: direct emissions from owned or controlled sources
• Scope 2: indirect emissions from the generation of purchased energy
• Scope 3: indirect emissions in the value chain (upstream and downstream)

• General Motors, Microsoft, Barclays, Delta Airlines, PG&E, Marks & Spencer, Allianz,
Deutsche Bank, Credit Suisse, JPMorgan & Chase, Disney…
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Producing and Selling a Voluntary Carbon Credit
•

A carbon credit is a tradable, nontangible instrument representing a unit
of carbon dioxide-equivalent (CO2e)
– typically one ton - that is reduced,
avoided or sequestered by a project
and is certified/verified to an
internationally recognized carbon
accounting standard.

•

In order to generate carbon credits, a
project developer must complete a
rigorous process in order to ensure
that real, quantifiable emissions
reductions have been achieved.
Source: Ecosystem Marketplace
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Locations of Voluntary Carbon Offset Projects, 2008-2018

Source: Ecosystem Marketplace
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Transacted Volume by Project Type, 2016

Source: Ecosystem Marketplace
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Historical Voluntary Carbon Credit Issuances and Retirements

•

To date, the voluntary
market has helped
reduce, sequester, or
avoid over 437 MtCO2-e

•

In 2017 alone, projects
issued 62.7 MtCO2-e and
42.8 MtCO2-e were
retired, setting record
highs for the voluntary
carbon market

•

This growth looks set to
continue in 2018

Source: Ecosystem Marketplace
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Main Voluntary Market Standards

CDM
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Form the Kyoto Protocol to the Paris Agreement
KYOTO PROTOCOL

PARIS AGREEMENT

Adopted in 1997, ratified in 2005

Adopted in 2015, ratified in 2016

Sets internationally binding emission
reduction targets. Commitment
periods:
• 2008-2012: reduce emissions by 5%
vs. 1990 levels
• 2013-2020: reduce emissions by at
least 18% vs. 1990 levels

• Replaces KP after 2020
• Keep increase in global average temperature to well below
2°C above pre-industrial levels; to aim to limit to 1.5°C
• Balance between anthropogenic emissions by sources and
removals by sinks in the second half of this century
• Global stocktake every 5 years

Focus on government action

Inclusion of non-state actors

Mechanisms:
• Emissions trading
• Joint Implementation
• Clean Development Mechanism

“Rulebook” for the implementation of the Paris Agreement is
being developed and will detail modalities for a new
mechanism and the transfer of ITMOs (Article 6)

• The additionality of offset projects will have to be reviewed. Projects will have to be additional to
regulation under the NDCs
• Projects from economies in transition and developed economies may face double counting risks
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Voluntary initiatives in support of carbon pricing
California

• ACR-issued credits are eligible to be transitioned into ARB compliance offset credits

that may be used to meet emissions reduction obligations under the Cap-and-Trade
Program.

• Since June 2017, measure allowing fuel producers and importers to cover their carbon
Colombia

South Africa

Australia

•

tax obligations by retiring domestically produced carbon credits.
This represents a private sector contribution to the Government’s climate targets, with
the added incentive of a tax break.

• A carbon tax and offset scheme to enable businesses to reduce their liability to a
carbon tax - comparable to Colombia’s scheme - is being designed

• The Australian Government’s Emissions Reduction Fund is a voluntary scheme that

contributes to a reduction in Australia's net greenhouse gas emissions by providing
incentives to reduce emissions.
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Conclusions
• ICROA is working to secure a role for voluntary action in a post Paris world,
and we are positioning it as a means to raise ambition

• We need the UNFCCC and Parties to develop robust rules for Article 6 to
allow the international transfer of mitigation outcomes with high
environmental integrity
• This will go a long way to support continued voluntary action, but it won’t
deliver private sector investment in mitigation at the necessary scale
• For this, we will need meaningful incentives, excellent governance, and
efficient processes
• This is the key area of focus for ICROA, and we need to work with other
organisations to secure a role for voluntary action under the Paris Agreement
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Agenda
Session 2
Voluntary action and the Paris Agreement: how voluntary action works with NDCs
Moderator: Jeff Swartz, South Pole Group

Presentations:
• Introduction to voluntary action under the Paris Agreement, Jeff Swartz, South Pole
Group
• Voluntary action in Peru and use of offsets, Lorenzo Alejandro Eguren Ciurlizza, Ministry of
Environment, Peru
• Costa Rica’s voluntary carbon program and the role of the private sector, Laura Mora,
Ministry of Environment and Energy, Costa Rica
• Chile Carbon Footprint program and role of domestic offsets, Francisco Dall’Orso, Ministry
of Energy, Chile
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Voluntary action and
the Paris Agreement:
how voluntary action
works within NDCs

Securing a role for voluntary action in a post-Paris world
• ICROA is positioning voluntary action as a
means to raise ambition under the Paris
Agreement
• We have developed guidance which sets
out 3 models for how the market could
function under the Paris Agreement
• Our longer-term ambition is for our
guidance to be widely supported and
actioned by Parties and the private sector
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Non-NDC crediting model
Pros
VOLUNTARY
CREDITS

NONSTATE
ACTOR

COUNTRY
EMISSIONS

•

Extension of current practices

•

Attracts finance to uncovered sectors,
delivering emission reductions which
otherwise would not occur

•

Could support the transition to economywide NDCs

COUNTRY
NDC

Description
•

•

Cons

Voluntary market mechanisms continue in
non-NDC parts of economies where nonstate actors generate voluntary credits
This model would be similar to the current
voluntary carbon market arrangements

•

Restricts credit generation supply pipeline

•

Unlikely to be sustainable in the long term,
due to requirement to move towards
economy-wide NDCs
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Financing Emission Reductions model
Pros
NDC

EMISSIONS
REDUCTIONS
CONTRIBUTE TO
THE NDC

NONSTATE
ACTOR

Description

•

Simple solution to the double counting
challenge

•

Helps deliver the NDC targets

Cons

•

Emission reductions financed by non-state
actors contribute to the host country’s NDC

•

This approach could not be used for
carbon neutrality purposes

•

Buyers can make finance related claims

•

•

This model could potentially apply to any
NDC, economy-wide or non-economy-wide

Buyers could not make claims related to
the emission reductions, but only the
financing
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NDC crediting model
Pros

ECONOMY-WIDE
NDC
NONSTATE
ACTOR
EXPORT OF
VOLUNTARY
CREDITS

Description
•

•
•

•

Enables voluntary offsetting within the Paris
Agreement architecture

•

Buyers can make environmental claims, such
as carbon neutrality

•

Emission reductions go beyond NDCs, thus
helping to close the ambition gap

Cons

Article 6.4 units are generated in NDCs and
exported from the host country, according to
Article 6 accounting rules
The units are voluntarily purchased and
retired by non-state actors
Emission reductions do not contribute to the
delivery of any Party’s NDC

•

Requires Parties to allow the development of
Article 6.4 projects, and for the units to be
exported to non-state actors
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International voluntary market account

Units generated under
the NDC or non-NDC
Crediting models would
be displayed here

Voluntary account

Units generated under the
Financing Emission
Reductions model would
be displayed here

• It could act as a central data source
to show which companies are taking
voluntary action, and how much and
what type of units they are retiring

Units retired and type

Carbon credits

Finance units

Entry 1

20

20

Entry 2

30

35

Entry 3

10

15

…..

….

…

100

80

Voluntary market total

• An international voluntary market
account will help manage the
added complexity from the
implementation of the NDCs

• It could build on present day
examples such as the CDM registry,
or the Global Climate Action portal.

• It could also help manage claims
made by non-state actors taking
voluntary action
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The voluntary carbon market as a tool to issue and verify
carbon credits under article 6 of the Paris Agreement
• An ‘open architecture’ approach to Article 6.4 would allow
recognized independent standards to be accredited under
the future emissions mitigation mechanism.
• Similar approach to the one being considered for CORSIA.

• This would ensure that the innovation and specialized
knowledge developed in the independent standards and
broader voluntary market would be carried forward to the
future mechanism.
• These standards would issue and verify Article 6 compliance
units if requested, in addition to their own verified units (VER,
VCU, etc.) when not issuing for a Party

Colombia’s carbon tax and offset scheme
• A carbon tax of ~US$5/tCO2 came into effect on 1 January
2017 in Colombia.

• In June 2017, a new measure was approved allowing fuel
producers and importers to cover their carbon tax
obligations by retiring carbon credits.
• This new regulation established the framework and eligibility
for reducing carbon tax payments with domestically
produced carbon credits.
• This represents a private sector contribution to the
Government’s international targets, with the added incentive
of a tax break.

The role of voluntary action in implementing in the Paris
Agreement and raising ambition
• The voluntary carbon market is a tested tool that can help raise
global climate ambition.
• Voluntary market projects currently driven by action from nonstate actors can inform the Parties’ action:
- By helping governments identify additional mitigation opportunities
through quantification
- By providing monitoring methodologies covering many sectoral scopes
- The voluntary carbon market can easily be adapted to local
circumstances to develop methodologies

• The market can help deliver additional emission reductions by:
- Helping to deliver emission reductions to the conditional part of NDCs
- Enabling private sector action to help fulfill NDCs
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Agenda
Session 3
How to design, implement, promote and govern voluntary action
Moderator: Jonathan Shopley, Natural Capital Partners
Presentations:
• The necessary infrastructure for successful voluntary carbon markets, Mary Grady,
American Carbon Registry
• Guiding principles for the design and governance of effective voluntary carbon markets,
Jonathan Shopley, Natural Capital Partners
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Designing, implementing,
promoting, accounting
for and governing
voluntary action
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What we mean when we talk about private sector voluntary
action
Financing greenhouse gas reductions (to net-zero) ahead of
and/or beyond regulatory requirements:
➢

Drivers for pure voluntary action include brand and
product differentiation; de-risking corporate strategies by
pricing carbon; investing in SDGs / supply-chains; and,
corporate responsibility.

➢

The prospect of recognition, reward or credit for early
action adds an additional driver for investment ahead of
compliance.

Guiding principles for voluntary action
To inform and ensure alignment between the emerging arrangements under the Paris
Agreement, we offer the following four guiding principles for voluntary action which:

1

Should be complementary to policy and regulation under the Paris
Agreement and focused on raising ambition

2

Needs to be encouraged, recognised and rewarded to realise its full
potential

3

Must be reported openly and transparently to ensure the highest
possible standards of integrity

4

Needs sound governance, particularly because it operates outside of
compliance systems

Why do companies take voluntary action?

Source: Imperial College London Survey on behalf of ICROA and UNFCCC

How investment in mitigation projects delivers multiple
benefits
•

Offsetting 1 tCO2e delivers benefits
totaling $664

•

Based on Imperial College research,
which surveyed a portfolio of projects
expected to generate 836 Mt CO2
reductions over their lifetime

•

There is now a move to quantify and
certify these co-benefits. This data helps
improve the return on investment for
carbon credit buyers

•

Offsetting is an efficient tool to deliver
both carbon emission reductions and
sustainable development targets at
least cost.

Voluntary offsetting drives private sector action …..

Buying In: Taking Stock of the Role of Offsets in Corporate Carbon Strategies, by Ecosystem Marketplace, 2016. Available at:
https://www.forest-trends.org/wp-content/uploads/imported/buyers-report-2016-final-pdf.pdf

…. and early adoption of carbon pricing

Buying In: Taking Stock of the Role of Offsets in Corporate Carbon Strategies, by Ecosystem Marketplace, 2016. Available at:
https://www.forest-trends.org/wp-content/uploads/imported/buyers-report-2016-final-pdf.pdf

The tension between price and value

•

Large Scale projects

•

Small Scale projects

•

Focus on emission
reductions (Renewable
Energy, REDD, …)

•

•

Low average carbon credit
prices

Charismatic, SDG-oriented
projects with focus on
socio-economic cobenefits

•

High average carbon
credit prices

Options for scoping voluntary programs

International

Domestic

Multinational
private sector

Costa
Rica

UK
Japan

Colombia

Pure Voluntary

Pre-compliance or
optional compliance

Accounting for voluntary action

Units generated under
the NDC or non-NDC
Crediting models would
be displayed here

Voluntary account

Units generated under the
Financing Emission
Reductions model would
be displayed here

• It could act as a central data source
to show which companies are taking
voluntary action, and how much and
what type of units they are retiring

Units retired and type

Carbon credits

Finance units

Entry 1

20

20

Entry 2

30

35

Entry 3

10

15

…..

….

…

100

80

Voluntary market total

• An international voluntary market
account will help manage the
added complexity from the
implementation of the NDCs

• It could build on present day
examples such as the CDM registry,
or the NAZCA platform.

• It could also help manage claims
made by non-state actors taking
voluntary action

Questions for the round-table discussions

1.

What can Parties do to enable and promote voluntary
action across the private sector on an international basis?

2.

What gaps need to be filled in the governance of voluntary
action by the private sector?

